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REMARKS 

>€ Mh i of the present application in view of the 

reasons that follow. 

L Claim Rejeetloffls - 35 U.S.C. 102 

In the Final Office Action of November 24, 2009, the rejection of claims 11,1 6, 20, and 
22 under 35 U.S.C. § 102(b) was maintained. In maintaining the rejection, the Examiner 
repeated the reasons of rejection previously asserted in the May 27, 2009 Non-final Office 
Action. (See, pages 3-9 of the Final Office Action and pages 3-9 of the May 27, 2009 Office 
Action). Applicant traverses the rejection for the reasons set forth below. 

In Applicant's August 25, 2009 Reply to the May 27, 2009 Office Action, Applicant 
argued against the position that Keyes et al. anticipates each and every limitation recited in 
claims 11, 16, 20, and 22. In Applicant's reply and hereinafter, remarks were/are primarily 
focused on the rejections of the independent claims (i.e„ 1 1 and 20) outlined in the Office Action 
with the understanding that the dependent claims that depend from the independent claims are 
patentable for at least the same reasons (and other reasons) that the independent claims are 
patentable. Applicant continues to reserve the right to argue the patentability of the dependent 
claims separately in any future proceedings. To briefly summarize the August 25, 2009 Reply, 
Applicant argued: 

Keyes et al. fails to teach or suggest "constructing a first 
mathematical model,.." and "constructing a second mathematical 
model for use with loans for which at least some of the loan data 
for the set of explanatory variables is not a vailable;" 

Keyes et al. is explicitly limited to considering merely risk 
assessment of a borrower; 

Keyes et al. does not suggest the specific steps for creating the 
second mat em , elb > c - - c 1 e f r-> 
mathematical mode! as recited in, e.g., independent claim 11; 
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Keyes et ai. fails to disclose any "error values" that are stored an 
indicative of errors, such as described in independent claim 3 1, for 
example; 

Keyes et al. fails to suggest the use of error values in the manner 
set forth in, e.g., independent claim 11. 

independent Claim 11 

As previously discussed, claim 1 1 recites: 

1 1 . Machine readable media having stored therein a set of 
instructions that when executed cause a computer to implement a 
process for determining a probability of an adverse event in 
connection with a plurality of loans, the plurality of loans having 
varying amounts of loan data available, the process compri sing: 

[A] constructing a first mathematical model for use with loans for 
which loan data is available for a set of explanatory variables, the 
set of explanatory variables including variables that relate to 
risk characteristics of the loan, risk characteristics of collateral 
for the teas, and risk characteristics of a borrower associated with 
the loan; 

[B] contracting a second mathematical model for use with 
Soasis for which at least some of the loan data for the set of 
explanatory variables is not available, including 

[i J estimating the probability of the adverse event for a first 
group of loans for which the loan data is available for the set of 
explanatory variables using the first mathematical model, 

[ii] iterative!}' estimating the probability of the adverse event 
for the first group of loans using the second mathematical 
model, 

[hi] selecting an optimal set of weighting coefficients for the 
second mathematical model, the optimal set of coefficients 
being selected so as to minimize errors m outputs generated by 
the second mathematical model for the first group of loans 
relative to outputs generated by the first mathematical model 
for the first group of loans, and 
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[iv] storiiig a set of error values, the set of error values relating 
to the errors in the outputs generated by the second mathematical 
when using the optimal set of coefficients relative to the outputs 
generated b> the first mathemat cj noc el; and 

[C] estimating the probability of the adverse event for a 
second group of loans using the second mathematical model, 
wherein at least some loan data for the set of explanatory variables 
is not available for the second group of loans, and wherein 
estimating the probability of the adverse event for the second group 
of loans includes randomly drawing error values from the set of 
error values and adjusting the outputs of the second 
mathematical mode! for the second group of loans in 
accordance with the randomly drawn error values, the 
randomly drawn error values causing a distribution of the 
probability values produced by the second mathematical model 
for the second group of loans to more closely match a 
distribution of the probability values produced by the first 
mathematical model for the first group of loans. 

(Applicant notes that, for st ■. suih ,ni ig the present discussion only, each of 
the steps has been designated [A], [B][i]-[B][iv], and j'C'j. respectively.) 

In the Final Office Action, and in response to Applicant's August 25, 2009 arguments, the 
following assertions were made: 

2. As for the first and second mathematical model Keyes uses 
different models to arrive at the values depending on the amount of 
information available. (See at least Keyes abstract. Partial sample 
underwriting (one model) and inferred values of the remainder 
(second model) ) A' so whether , » ■ fixated 
mathematical model or two or more mathematical models which 
are combined is completely subjective. Focus on what the "two 
models'* are doing that is novel is more likely to yield a clear 
concept than a focus on one model or two. 

3. <Leyes uses "sample u e t . v i vouM im \ 3 
the factors that would effect the value of the loans being 
underwritten. 
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4. As for an adverse event that is drawn to finding the proper 
price for a set of loans the adverse event, is the amount of 

del y c pe p ice to pas 

inherently includes pricing in those adverse events. 

5. dencc aic measuj es < 1 erroi a id 

i till s v. _ •) t o t 1 1 

31-65) 

6. The random draw i v oi erros 1 % it i; the iustermg 

With regard to item 2 of the Office Action, Applicant submits that the Examiner merely 
indicated what he specifically interprets as allegedly reading on the claimed first and second 

models i the sa e sections of Keyes etal and reasoi 

addressing any of Applicant's relevant arguments. As such, Applicant cites to Section 707.07(f) 
of the MPEP which states that "[wjhere the applicant traverses any rejection, the examiner 
should, if he or she repeats the rejection, take note of the applicant's argument and answerjhe 

• ' (emphasis added). In this instance, although, the Examiner maintained and 
repeatecj the rejection of claims 11,16, 20, and 22 under 35 U.S.C. 1 102(b) from the May 27, 
2009 Office Action, the Examiner did not provide a substantial answer and/or rebuttal to 
Applicant's August 25, 2009 arguments at pages 4-6 that the Keyes et al, fails to teach each the 
first an4 second mathematical model aspects of independent claim 1 2 . Again and as indicated 
above, the Examiner merely re-asserted the opinion that first and second mathematical models 
are^ disclosed m Keyes et al., and "clarified" this assertion by pointing to the partial sample 
underwriting and inferred values of the remainder aspects of Keyes et al However, while the 
Examiner appears to reiy on the "partial sample underwriting" and 'inferred values of the 
remainder**. us Keyes et al. as corresponding to the claimed first and second models, the 
Examiner offers no explanation regarding how these features result In the same 
fanctieaatity as the claimed first asad second mathematical models as recited an claim 11 , 
Yet, Applicant's August 25. 2009 already considered the entirety of the teachings of Keyes et ai. 

including the partial sample unde I values of remain* >pc icribt 

e.g.. the Abstract and Column 1, line 53-Column 2, line 21 of Keyes et al. Therefore, Applicant 

-5- 

CHIC.4690253.1 



Atty. Dkt. No. 037607-0238 



submits that the November 24, 2009 Final Office Action is improper in that it is unresponsive to 
is j r 1 \.i i O^M) ottheMPEP. 

Moreover and to the above, Applicant incorporates herein by reference in their entirety, 
Applicant's arguments directed to these aspects of independent claim 11. That is, Keyes et al. 
neither teaches no > im 1 1 because <eyes et al. fails to teach or suggest " constructing 

a first mathematic d model..." and "constructing a second mathematical model lor use u ith loans 
for which at least some of the loan data for the set of explanatory variables is not available." 
Hence, in the arrangement set forth in claim 1 1 , first and second mathematical models are 
constrained. The second mathematical model is for use with loans for which at least some of die 
loan data for a set of explanatory variables is not available. As set forth in sub-steps [B][ij- 
[B][iv], the second mathematical model is -constructed using outputs of the first mathematical 
model 

The Examiner relied on the Abstract and Column 1, line 53-Coiumn 2, line 21 as alleged 
support for die assertion that both first and second mathematical models are taught. The Abstract 
of Keyes et al indicates the following: 

A method of valuation of large groups of assets by partial ful 1 
underwriting, partial sample undei-writing and inferred values of 
the remainder using an iterative and adaptive supervised and 
unsupervised statistical evaluation of all assets and statistical 
inferences drawn from the evaluation and applied to generate the 
inferred values. Individual asset values are developed arid listed in 
tables so that individual asset values can be rapidly taken from the 
tables and quickly grouped in any desired or prescribed manner for 
bsddmg purposes The av.e . - . . 

v . OS I v. v ! \1 > , . < < ' * I s 

variables and then rated individually. The assets are then regrouped 
according to a bidding grouping and a collective valuations 
established by cumulating the individual valuations. 

Applicant submits that nothing- in the Abstract of Keyes et al. teaches or suggests the 
construction of a first mathematica model oi i ?eeond mathematical model as disclosed by 
independent claim s'l of the present application. 
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Column 3, line 53 -Column 2, line 21 of Keyes et al. recites the following: 

In an exemplary embodiment, an iterative and adaptive approach is 
provided wherein a portfolio is divided into three major valuations. 
Full underwriting of a first type of valuation of an asset portfolio is 
performed based upon an adverse sample. A second valuation type 
is efficiently sampled from categories of common descriptive 
attributes, and the assets in the selective random sample are fully 
underwritten. The third valuation type is subjected to statistically 
inferred valuation using underwriting values and variances of the 
First and second portions and applying statistical inference to 
individually value each asset in the third portion. Clustering and 
data reduction are used in valuing the third portion. 

As the process proceeds and more assets are underwritten, the 
number of assets in the first and second portions increase and the 
number of assets in the third portion decreases and the variance of 
the val uati on of the assets in the third portion becomes more and 
more defined. More specifically, the assets in the third portion are 
evaluated by grouping the assets into clusters based on similarity to 
valuations of assets in the first and second portions. 

A method for predicting value of non-underwritten assets for 
which data representations are partial or incomplete by projecting 
values onto the non-underwritten assets from at least one of fully 
underwritten assets, other non-undewritten assets with complete 
data representations and available data from non-underwritten 
assets with partial or incomplete data representations having 
similar identifiable characteristics is disclosed. The method 

i i c i s c > j s N - l ! ^ > 

underwriting i > s and rec 5 brmingmarkc 

clusters, building regression models for underwritten assets, 
selecting the best models for the underwritten assets, counting a 
number of times the models are selected and using the selected 
model to make a prediction of underwriting value for the non- 
underwritten assets. 

At best, Column 2, lines 7-21 of Keyes et al. describes a method for predicting values of 
non-underwritten assets for which data representations are partial or incomplete by the projection 
of values from at least one 'Vh a v v < , oe to the non-u xv- ^ - » en _ >-cK Moreover, the 
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above section of Keyes et a 1 mere s nodeis 5 o , regression models) are 

< odels are s ected nake 

predictions o md i or I c, nde ritten assets. 

Specifically with regard to partial sample underwriting and inferred remainder values, 
Keyes et al. at Column 5, lines 12-27 describes merely randomly sampling groups of assets 
within some cluster (partial sample underwriting) as opposed to "lull sample underwriting" 
which involves 100% sampling of the sample groups in asset categories. Keyes et at. at trie 
Vosti c earth \ c es that the inferred values "are generated," and thus are merely resulting 
values, not any sort of mathematical model that can be used/constructed relative to a first 
mathematical model for determining the probability of an adverse event as explicitly recited in 
independent claim 1 1 . 

In light of the above. Applicant again submits that at best, Keyes et al . only teaches the 
construction of a first mathematical model. Those non-underwritten assets for which data 
representations are partial or incomplete have no such "second mathematical model" constructed 
for estimating the probability of adverse events therewith. 

Furthermore, Applicant reminds the Examiner that under 35 U.S.C §102, a claim is 
anticipated, i.e., rendered not novel, when a prior art reference discloses every limitation of the 
claim. In re Schreiber, 128 F.3rd 1473, 1477 (Fed. Cm 1997). "Rejections under 35 U.S.C § 
1021] are proper only when the claimed subject matter is identically disclosed or described in the 
prior art." In re Arklcv. Eardlev and Long, 172 U.S.P.Q. 524, 526 (CCPA 1972) (emphasis 
added). Recently, in Net Moneyln, inc . v. VeriSign. Inc., the Federal Circuit held that the test for 
anticipation by a single reference under 35 U.S.C. § 102 requires that a single reference not only 
disclose, all elements of the invention, but that all the elements be arranged or combined i n 
the same way as Li the claim . No. 2007-1565 ((Fed, Cir. 10/20/2008) (Fed. Cm. 2008)). 
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At page 3 of the May 27, 2009 Office Actios and at page 3 of the November 24, 2009 
Office Action, the Examiner merely quoted the relevant claim language of, e.g., independent 
claim 11 of the present application, and cited to Abstract and Column 1 , line 53 -Column 2, line 
21 as alleged evidence of a teaching of first and second mathematical models. These sections of 
Keyes ei al. fail to contain any actual mention of such first and second mathematical models 
constructed in the manner disclosed in independent claim 1 1, and Applicant can find no way that 
the disclosure of Keyes ei al, could be interpreted as anticipating such limitations. Thus, 
Applicant submits that unless the Examiner can identify/explain how a "partial sample 
t - v v alues cf the remainder" read on the claimed first and second 

mathematic ; r.o c s .. nstructed In the manner disclosed in claim 1 1 and/or rebut Applicant's 
above interpretation of Keyes et al, the rejection cannot stand. 

furthermore and again with regard to the "regression model" recited in Keyes et al., 
Applicant submits that it appears that Keyes et al. is contemplative of some type of "modsl" 
given tfie use of the actual term "model.'" However, with respect to the regression model 
described by Keyes et al., it is clear at, e.g., Column 2, lines 14-21, that a single "selected model" 
is chosen and utilized to make some prediction. Thus, the use of models in Keyes et al. still fails 
to read on the claimed first and second mathematical models recited in independent claim 1 1 of 
the present application. 

Moreover, it would appear that Keyes et al distmefis 1 betu cor w hat 't 

considers to be a "model" and what the Examiner asserted/interpreted to be models, i.e., "partial 
sample underwriting" and "inferred values of the remainder." Therefore, Applicant submits that 
the Examiner's interpretation of Keyes et al. fails to comply with the explicit disclosure of Keyes 
et al, and thus again, "partial sample underwriting"' and "inferred values of the remainder" as 
described in Keyes et al. fails to read on the first and second mathematical models disclosed in 
independent claim 11 of the present application, further still and again, even if the "partial 
sample underwriting" of Keyes et al. could be interpreted to be a first mathematical model, Keyes 
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et al. fails to teach or suggest any type of second mathematical mode! (constructed in the manner 
recited in independent claim 1 1 of the present application. 

A? to t le furthei ss r emig the claimed first and second mathematical models 

c ^ ie ^ i vvh e alleged '"focus" s mid be ; c , the 

function thereof, Applicant submits that because of the claimed manner in which the first and 
second mathematical models are constructed, such aspects cannot merely be dismissed as being 
subjective. To wit and again, the above-cited case law indicates that the claimed subject matter 
must be identically disclosed or described, and that all the elements must be arranged or 
:orobii ed in the same v a> as in the claim at issue. Moreover and again, if the Examiner 
wishes to mafatain the current position, Applicant respectfully requests that the Examiner 
explicitly describe how the "partial sample underwriting" and "inferred values of the 
remainder" as described in Keyes et ah remit m the same fasetlonality as the claimed first 
and second mathematical models as recited la claim 11 . Additionally and further to the 
above, Applicant submits that, e.g., paragraphs [0006]-[G01 1] of the present application, describe 
shoricomings in the prior art, and that it would be desirable to, e.g., evaluate/characterize the 
performance of a group of loans relative to the performance of another group of loans with 
differing explanatory variables - hence the need for the first and second mathematical models 
and the claimed method of their construction, as well as their function/use in determining the 
probability of an adverse event as discussed in greater detail below. 

As to item 3 of the Office Action and as noted above, the Examiner merely asserted that 
by Virtue of "sample underwriting" as disclosed in Keyes et al, the claimed construction of a first 
mathematical model for a set of explanatory variables including those that relate to: ( 1 ) risk 
characteristics of the loan; (2) risk characteristics of collateral for the loan; and (3) risk 
characteristics of a borrower associated with the loan is known. Applicant emphatically 
disagrees with this position. As described above, sample underwriting per Keyes et al. merely 
relates he i bt ' ge 1 m le g a > i j c - - d fails to sugg 

beyond auch a process. Additionally, as previously discussed by Applicant, Column 3, lines 48- 
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57 of Keyes ei al. clearly only contemplate "borrower" risk assessment in the context of credit 
reports of the borrower. Further still, Column 4, lines 24-62 of Keyes et al. describes in greater 
detail, what is referred to (in Keyes et al,) by the term "underwriting/" which encompasses, e.g., 
partial sa e unde tis y c < - dates borrower sk Nothing in 

Keyes et al. suggests either explicitly or implicitly, the consideration of more than just borrower 
risk. 

Moreover, paragraph [0004] of the present application describes the conventional use of 
borrower credit scores to assess loan risk, while paragraph [0005] of the present application 
identifies other factors that may be used to assess loan risk. Hence, at paragraph [0007] of the 
present application, it is stated that "there is a need to provide a comprehensive summary of 
s > ved at loan acq* < g the risk ictcris borrow, 

property, loan, and other factors." Thus, Applicant submits that at best, Keyes et al. would be 
indicative of the above-described conventional state of underwriting (relying only on borrower 
risk characteristics) that various .embodiments disclosed and claimed in the present application 
seek to improve upon. 

therefore and again, in light of the above, Applicant submits that Keyes et al. fails to 
,c >r sugg st variables that relate to risk characteristics of the loan, as well as risk 
characteristics of collateral for the loan, let alone the construction of a first mathematical model 
including such variables. If the Examiner wishes to maintain the current position. Applicant 
respectfully requests that the Examiner explicitly describe bow the "sample underwriting" 
as described in Keyes et aL necessarily suggests construction of a fi rst mathematical model 
For a set of explanatory variables inciading those that relate to (1) risk characteristics of the 
loan and (2) ris k characteristics of collateral for the loan, in addition to known risk 
Characteristics of a borrower associated with the loan as recited in claim 1 1 . 

Regarding item 4 of the Office Action, and in response to Applicant's arguments that 
Keyes et al. does not suggest the specific steps for creating the second mathematical model based 
on outputs of the first mathematical model as recited in, e.g., independent claim 1 S , the Examiner 
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merely asserted that an adverse event is the amount of defaulting of loans and finding a proper 
tree to Cerent ic icsp 1 ^ erse events. Applicant disagrees. 

First, Applicant submits that nowhere in Keyes et al. is any type of adverse event 
discussed, let alone an ad erse even at allegedly refers some as in i 1 lis > a 
pricing related thereto. Hence, e ven if arguendo, there is some inherent inclusion of pricing in an 
adverse event, Keyes et al. fails to teach an adverse event, and thus fails to read on this aspect of 
independent claim 11 of the present application. 

Second, it appears from the language of item 4 of the Office Action, that the Examiner 
has asserted that some aspect of Keyes et at reads on independent claim 1 1 because ii inherently 
discloses some determination of a "proper price for a set of loans." However, Applicant submits 
that nothing in the relevant limitations of independent claim 1 1 of the present application are 
directed to finding proper pricing. Again, and as discussed in Applicant's August 25, 2009 
&eply, ICeyes et al does not teach or suggest claim 1 1 because Keyes et al does not suggest the 
speci fic steps for creating the second mathematical model based on the outputs of the first 
mathematical model as recited in claim 11 . Specifically, claim 1 1 recites "estimating the 
probabi lity of the adverse event for a first group of loans for which the loan data is available for 
the set of explanatory variables using the first mathematical model," "iteratively estimating the 
probability of the adverse event for the first group of loans using the second mathematical 
model," "selecting an optimal set of weighting coefficients for the second mathematical model, 
the optimal set of coefficients being selected so as to minimize errors in outputs generated by the 
second mathematical model for the first group of loans relative to outputs generated by the first 
mathematical model for the first group of loans," and "storing a set of error values, the set of 
error values relating to the errors in the outputs generated b> the second mathematical when 
using the optimal set of coefficients relative to the oi t d s he h st nal >em meal 

model" Therefore, even if, for the sake of argument, the assertions in the Office Action 
garc s 1 )iicant s Keyes et al v\ n Id sti 1 
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fail to read on claim 1 1 because claim 1 1 is not directed to "pricing" anything. Again, claim 1 1 
is v treetec to the deten rina ion ol tprc y ( m adverse event 

Third, Applicant again submits that the Office Action is improper for tailing to 

\ i hn die \ugust 25 2009 R ph n 

violation of Section 707. 07(f) of the MPEP. To wit, item 4 (discussed above) and item 5 
(asserting that cluster valuation and confidence are error measures that are stored) of the Office 
Action, fail to completely rebut or answer Applicant's arguments. That is, and again, Keycs ef. al. 
fails to teach or suggest "estimating the probability of the adverse event for a first group of loans 
for which the loan data is available for the set of explanatory variables using the first 
mathematical model," "iterative!)' estimating the probability of the adverse event for the first 
group of loans using the second mathematical model," '-'selecting an optimal set of weighting 
coefficients for the second mathematical model, the optimal set of coefficients being selected so 
as to minimize errors in outputs generated by the second mathematical model for the first group 
of loans relative to outputs generated by the first mathematical model for the first group of 
loans," and "storing a set of error values, the set of error values relating to the errors in the 
outputs generated by the second mathematical when using the optimal set of coefficients relative 
to the outputs generated by the first mathematical model." The Office Action does not 
specifically address each -Mid every one of these limitations of ti&im II. 

Therefore, Applicant incorporates herein by reference in their entirety, the arguments 
diu Ued to the „t o i o < „e < * » c ■> n r* < v Xm-usl 

25, 2009 Reply. That is, Column 1, Sines 60-65 and Column 2, lines 14-32 of Keyes et al. have 
been quoted above, and Applicant submits that nowhere in these sections of Keyes et al. can any 
description of estimating the probability of an adverse event be found. At best, Keyes et a)., 
merely describes the valuation of underwritten assets and the predictive valuation of non- 
undervi 'tten assets However none t % , t ion dt i! ikevesetul can be reasonably 

interpreted as having any relation to the probability of an adverse event occurring for a group of 
loans. 

43- 
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Column n, iiiiv. 3 ' - ' \e-< e- ei < ecitcs the following 

s set edb rg. on electronic 

form, a cluster number, a cluster name, descriptive attributes of the 
cluster{s), probabilistic recovery values (an illustrative example is 
a HELTR score) and the underwriter's confidence in each cluster's 
valuation based upon the strengths of each cluster's descriptive 
attributes Fhecl ste lumber s erof a pecific set 

of descriptive attributes that are facts about an asset w hich a person 
skilled in evaluations uses to- assess value of an asset. Examples of 

..vide, but are not hmited to. payment 
status, asset type, borrower's credit worthiness expressed as a 
score, location and seniority of a claim. The cluster name is, in one 
embodiment, an alpha-numeric name that describes the cluster's 
descriptive attributes or sources. One example of descriptive 
attributes is found in FIG, 12, described below. 

Descriptive attributes are the facts or dimensions or vectors that 
were used to develop the asset's value. Computer logic is used to 
check for replicated clusters, if any, and alert the analysts or 
underwriters. 

Because each asset can be described by many combinations of 
descriptive attributes, various levels of value for the same asset 
may occur. Probabilistic recovery values or credit score or any 
numerical indication of the asset's worth are indicators of worth 
designated at the discrete asset level. All of the information from 
the various descriptive attributes is synthesized such that a 
purchase or sale price can be ascertained as a fixed value or a 
probabilistic one. An illustrative embodiment used herein is the 
HELTR score. Each cluster has a unique set of descriptive 
tri utes £ c sign ed HELTR score. 

Every cluster's unique attributes contribute to a valuation of cluster 
value. Different combinations of attributes provide a higher 
confidence or confidence interval of a particular cluster's score. For 
example, if any asset was described as a green piece of paper with 
height equal to 2.5" and width equal to 5"-one might ascribe a 
value of 0 to 1000 dollars and place very little confidence in this 
assessment. If this same asset w as described with one more fact or 
attribute or vector as being a real $20 US bill, one would place a 
very high confidence factor on this cluster value of $20 US dollars. 
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A clusf on and confident U ed at a poi 

time and recorded. Sometimes new information becomes available 

and the analyst would like to alter the value(s). The value is altered 

ie 1 c ie he pi < a ues „ j ,c 

manipulated to reflect new information. As an illustrative example, 
assume the prior cluster confidence was recorded at 0. 1 and it is 
learned that, a different asset with exact descriptive attributes as in 
this cluster just sold for over the predicted "most probable" value. 
Rules were in effect such that if this event occurred, cluster 
confidence is multiplied by 10. 0.1 .times. 10-0 which is the revised 
cluster confidence. 

Applicant again submits that nowhere in the above-quoted section of Keyes et al. can any 
mention of the following features be found: iterative estimation of the probability of an adverse 
event; selection of "an optimal" set of weighting coefficients "to minimize errors in outputs 
generated by the second mathematical model; or storing a set of error values, where the set of 
error values relates to the errors in the outputs generated by the second mathematical mode! when 
using the optimal set of coefficients relative to the outputs generated by the first mathematical 
model At best, Keyes et al. describes organizing valuation scores through the use of clusters that 
have certain descriptive attributes used to develop an asset's value, where confidence levels arc 
assigned to clusters. As described at, e.g.. Column 6, lines 42-65, the confidence levels may be 
interpreted to be some type of "weighting/ ' but certainly not "weighting coefficients for the 
second nat . v. odd, the optimal set of coefficient bemg selected so as to m mmize 
errors hi outputs generated by the second mathematical model for the first group of loans relative 
to outputs generated by the first mathematical model for the first group of loans." Moreover, 
Applicant submits that Keyes et al. is devoid of any description of "error values," let alone error 
values that are stored and indicative of errors as described in claim 1 1 . 

Therefore and again, in light of the above, Applicant submits that Keyes et al. fails to 
te.t h or s ucting a second mathematical i >de 1 - anne disclosed in 

independent claim 11 of the present application, and therefore cannot anticipate claim 1 1. I k the 
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event that the re j ectionjs maintained. Applicant respcc ifulfv requests that the Examine r 
explicitly describe .how/whe-re Keyes et ai sugge sts the following limitations required in 
claim 11: "estimating the probability- of the adverse event for .a first grosip of loans for 
which the loan data Is available for the set of explanatory variables using the first 
mathematical models* "iteratively estimating the probability of the adverse event for the 
first, group of loans using the second mathematical model," "selecting an optimal s et of 
weighting coefficients for the second mathematical model, the optimal set of coefficients 
being selected so as to minimize errors In outputs generated by the second mathematica l 
model for the first groap of loans relative to outputs generated by the first mathematica l 
model for the first group of loans." and "storing a set of error valises, the set of error values 
relating to the errors in the outputs generated by the second mathematical when using the 
optimal set of coefficients relative to the outputs generated by the first mathematical 
model." 

finally and with regard to item 6, the Examiner asserted that "random drawing of error 
values is the clustering." Applicant presumes that this assertion was made in light of the 
"randomly drawing error values" feature disclosed in the last limitation of independent claim 11. 

First, and as discussed above. Column 3, lines 48-67 of Keyes et al. describes 
"clustering" as some grouping of assets that may be further grouped into, e.g., tranches, where 
the asset groups are sample underwritten, for example. Furthermore. ICeyes et aL describes that 
such groupings maybe randomly sampled. However, because Keyes et al. fails to make any 
suggestion that the act of clustering is in any way associated with error values, Keyes et al. 
cannot be reasonably interpreted to read on the claimed random drawing of error values. 
Moreover, Applicant submits that contrary to the Examiner's assertions, the claimed random 
drawing of error values cannot be "the clustering," because the "clusters" are generated after the 
process -of clustering, and the random se clusters occur* tc "the clustering." 

Seconc jain, Appiic i S 7.07(f) o! * E 5 i 

violated because the Examiner, while attempting to address the claimed random drawing of error 
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values,- completely ignores the remaining features of independent claim 11, Therefore, and yet 
^! ^ ere in their entirety, Applica s T 

'i s 1 ee : ^ usv ^ ' - v : 

' ^ 1 c e i > k i i 

That is, claim 11 not only requires randomly drawing error values, but specifically 
"estimating the probability of the adverse event for the second group of loans includes 
randomly drawing error values from the set of error values and adjusting the outputs of ith.e 
second mathematical model for the second group of loans in accordance with the randomly 
drawn error \a!ues. the randomly drawn error values causing a distribution of the probability 
values produced by the second mathematical model for the second group of loans to more 
closely match a distribution of the probability values produced by the first mathematical 
model for the first group of loans." The Office Action does pot specifically address each 
and every one of these limitations of claim 1 1 . 

Hence and further to the above, in claim 1 1, the error values are used to cause the 
distribution of the probability values produced by the second mathematical model for the second 
group of loans to more closely match a distribution of the probability values produced by the First 
mathematical model for the first group of loans. 

The Examiner relied upon Column 6, fines 4-10 of Keyes et al. to support the Examiner's 
position that each of the above-described limitations is anticipated. Column 6, lines 4-10 of 
Keyes et al. merely indicates that: 

One exemplary method first organizes valuation scores (static 
anchor probabilistic recoveries) in a computerized s\ • tern. 
Adjustments are then made to the valuation scores for special 
factors and business decisions. Then a reconciliation of multiple 
s'ahution c ,_ * ^- ' ' osoial 

adjustment to interview/override the inferred valuation is 
performed. 



CH1C_4890253-.1 
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As is clear, Keyes et al. merely describes, in a general sense, the organization of valuation 
sc«. . v t < " . "\i i \aidalion score* \ \ a t< the 

section of Keyes et al. is the random drawing of error values suggested, lei alone (and again) 
es c pio iho i i 1 < i ' u j . Moreovc is also clear Iron e above, that 

Keyes et al is directed to reconciling scores "lor the same asset;' not for matching a distribution 
of probability values produced by the second mathematical model for a second group of loans 
and that of a first group of loans. Pence, If the Examin er wishes, to maintain the current 
positio n; Applicant respectfully requests that the Examiner describe with specificity,, ho w 
the "Mastering" and "valuation" as disclosed in Keyes et al result in the same functionality 
as the claimed "estimating the probability of the adverse event for the second group of 
loans" which "includes^ randomly drawing error values from the set of error values and 
adjusting the outputs of the second mathematical model for the second group of loans In 
accordance with the randomly drawn error values, the randomly drawn error values 
causing a distribution of the probability values produced by the second mathematical 
model for the second group of loans to more closely match a distribution of the probability 
values produced by the first mathematical model for the first group flf .loans" as recited in 
claim 11. 

Independent Claim 20 

Independent claim 20 recites "estimating a second set of weighting coefficients for a 
second mathematical model by performing a second regression operation, the second mode! 
being a function of only a subset of the predetermined loan parameters and the second set of 
weighting coefficients, the second set. of weighting coefficients being associated with respective 
ones of the subset of the predetermined set of loan parameters, the second regression operation 
causing the second mathematical model to produce a probability distribution which is in overall 
alignment with a vahii , attribution produced b> Uv \" > ::uvrnatica!." 
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Applicant again submits that for at least the same reasons described above with regard to 
claim ! 1 , Keyes et ai. fails to suggest estimating a second set of weighting coefficients for a 

< v < t T _ a S x O ^ v 1 

second mathematical model to produce a probability distribution which is in overall alignment 
with a probability distribution produced by the first mathematical in the manner set forth in claim 
20, 

Likewise, independent claim 20 recites "determining the probability of the adverse event 
nj 1 se nodel m connection with a second plurality of loans, including 

randomly drawing error values from the set of error values and adjusting the outputs of the 
second mathematical model for the second plurality of loans in accordance with the randomly 
drawn error values, the randomly drawn error values causing a distribution of the probability 
values produced by the second mathematical model for the second plurality of loans to more 
closely match a distribution of the probability values produced by the first mathematical model 
for the first group of loans." Again, and for at least the same reasons as previously discussed 
with regard to claim 1 1 , Applicant submits that Keyes et a!, fails to teach or suggest using error 
values in the manner set forth in claim 20. Moreover and again, the Office Action does not 
specifically address these limitations of claim 20. In the event that the rejection is 
maintained, clarification (as indicated above with regard to claim 1 1) Is also respectfully 
requested. 

IL Cone fission 

Because none of the references cited by the Examiner, either separately or in combination 
with each other, teach all of the required limitations of independent claims 1 1 and 20, Applicant 
submits that each of the these independent claims are patentable over this prior art. Furthermore, 
because dependent claims 12-16 and 2 1 -23 are each directly or indirectly dependent upon 
independent .hems 1 1 are 20. \pplicant submits that eaJi ol i sese chums .a : allowable for at 
least the sz n - sed above 
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Applicant! > on fo iMowarice 

I avt able t x requested 

The Examiner is invited to contact the undersigned by telephone -fit is felt that a 
telephone interview would advance the prosecution of the present application. 

The Commissioner is hereby authorized to charge any additional fees which may be 
required regarding this application under 37 C.F.R. §§ 1.16-1.1 7, or credit any overpayment, to 
Deposit Account No. 1 9-0741. Should no proper payment be enclosed herewith, as by the credit 
card payment instructions in EFS-Web being incorrect or absent, resulting in a rejected or 
incorrect, credit card transaction, the Commissioner is authorized to charge the unpaid amount to 
Deposit Account No. 1 9-0741. If any extensions of time are needed for timely acceptance of 
papers submitted herewith, Appl < >c xtension inder 37 ( F.R. §1 136 

and authorizes payment of any such extensions fees to Deposit Account No. 1 9-074! . 



R especially submitted, 



Date 




FOLEY & LARDNER LLP 
Customer Number: 34099 
Telephone: (3 ! 2) 832-5165 
Facsimile: (312)832-4700 



Registration No. 58,238 
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